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Mexico attained its highest trade deficit ever with the European Union (EU) despite the
implementation of a trade agreement with the European bloc in the middle of 2000. Statistics
published by the Secretaria de Economia (SE) in early March showed Mexico's trade deficit with the
EU at US$9.124 billion in 2000, widening by more than 20% from US$7.54 billion the previous year.
But even with the expansion of the trade deficit, economists cautioned against judging the impacts
of the EU- Mexico accord until the agreement has been in place for several years. In a study released
in March, the Centro de Estudios Economicos del Sector Privado (CEESP) projected Mexican exports
to the EU would expand to close to US$30 billion by 2005. This is almost six times higher than
Mexico's exports of US$5.6 billion to the 15-member European bloc in 2000.
In contrast, Mexican exports to the EU last year increased only marginally from about US$5.2 billion
in 1999. Conversely, lowering Mexican import barriers allowed the EU to increase its exports to
Mexico by more than 15% to about US$14.7 billion in 2000, the CEESP said. The CEESP report said
Mexico had mixed results regarding individual countries. Exports increased significantly to Spain
and Ireland, but fell moderately to Germany and the Netherlands.
The daily business newspaper El Financiero said Mexican exporters would have to find ways to
become more competitive to gain a larger share of the EU market. "This is particularly the case with
manufactured products, which comprise the largest share of trade," said El Financiero. Another
factor hampering Mexican exporters is the high cost of financing exports. "Real interest rates
are three to 10 times higher for Mexican industry than for their European counterparts," said El
Financiero.
While the benefits of the EU-Mexico agreement were not reflected in the trade balance, other
benefits such as increased direct investment will become apparent in 2001. An SE projection
indicates that 25% to 30% of direct investment in Mexico this year will come from the EU. In 2000,
the EU accounted for 18% of the US$13.16 billion in direct investments recorded that year. The
US and Canada accounted for almost 75% of direct investments in 2000. (Sources: El Financiero,
03/07/01; El Economista, 03/26/01, 03/27/01)
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